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(d) Changes in organizational status;
(e) Changes in any condition that af-

fects its eligibility to continue to par-
ticipate in the 504 program; and

(f) Quarterly service reports on each
loan in its portfolio which is 60 days or
more past due (and interim reports
upon request by SBA).

EXTENDING A CDC’S AREA OF

OPERATIONS

§ 120.835 Application to extend an
Area of Operations.

SBA may expand a CDC’s Area of Op-
erations if the proposed Area of Oper-
ation is not being adequately served by
existing CDC(s) and the expanding CDC
is well-qualified to serve it. A CDC
seeking to expand its Area of Oper-
ations must apply in writing to the
SBA District Office serving the geo-
graphic area in which the CDC proposes
to expand.

(a) A CDC may submit an application
to expand its Area of Operations if the
existing CDCs serving the area have
not averaged, over the last two years,
at least one loan approval per 100,000 of
general population in the Area of Oper-
ation. The one loan per 100,000 popu-
lation requirement applies only to the
area proposed for expansion, not the
entire Area of Operations of the exist-
ing CDC or CDCs serving the expanded
area.

Example to paragraph (a) of this section. CDC
A averages 0.8 loans per 100,000 of general
population state-wide, but 1.2 loans per
100,000 in city X. CDC B seeks to expand its
Area of Operations only into city X. CDC B’s
application will be denied without further
review because CDC A meets the 1 loan per
100,000 population requirement in the pro-
posed expanded Area of Operation.

(b) The application to expand must
demonstrate to the satisfaction of SBA
the expanding CDC’s ability to provide
full service to small businesses in the
expanded territory, including process-
ing, closing, servicing, and, if author-
ized, liquidating 504 loans. The expand-
ing CDC must also demonstrate in its
application that it will have a local
presence and representation in the ex-
panded Area of Operations before sub-
mitting any 504 loans for approval.

§ 120.836 Public notice and oppor-
tunity for response.

SBA will notify all CDCs servicing
the proposed area of expansion, allow-
ing at least 30 days for the existing
CDCs to respond to the District Office.
The expanding CDC also must publish a
notice in a general circulation news-
paper in the proposed area of expan-
sion, advising of its intent to expand
and giving the public at least 30 days
to comment to SBA. The burden of
proof in opposing the application will
be upon the existing CDC or CDCs to
show why SBA should not grant the ap-
plication for extension.

§ 120.837 SBA decision on application
for extension.

(a) The SBA District Office may con-
sider any factor presented to it con-
cerning the proposed area of expansion,
the expanding CDC and its Area of Op-
erations, and the existing CDC or CDCs
serving the area, including the follow-
ing: number of loan approvals per
100,000 of general population; number of
loan approvals per 100,000 of small busi-
nesses; the density of small businesses;
jobs created and retained; the number
of 504 loan closings; the average 504
loan amount; urban, suburban, or rural
character of the expanding area; the
mix of small businesses; the prevailing
economic conditions; servicing record
and capabilities; currency rates; loss
rates; other services provided to small
businesses (technical and financial as-
sistance); relationship with the local
SBA office; and ties to and knowledge
of the local community and its re-
sources.

(b) The SBA District Office will sub-
mit a recommendation, with any sup-
porting materials, within 30 days of the
end of the comment period to the AA/
FA, who will make the final decision
within 30 days of his or her receipt of
the District Office’s recommendation.
In making its decision, SBA will con-
sider all information submitted to it,
as well as the currency of the expand-
ing CDC’s portfolio, including the de-
fault rate.

§ 120.838 Expiration of existing, tem-
porary expansions.

All existing, temporary expansions of
Areas of Operation shall expire 6
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